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Chart 1 

Recent Indicators 
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chart 2 

Forecast Summary 

Real GDP 
Percent change, annual rate 

Unemployment Rate 
Percent 

Consumer Price Indexes 
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Chart3 

Financial Market Conditions 

l n W n  expecwm' n basadon prim l y e u  and wear w e  CPI changes fw Month end lOyear Treasury rates, respdveiy. 
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Bank Business Lending Policies 
Percer- - - 60 


Distribution of Bank Assets 
By Capital Status* 
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Chart 4 

Fiscal Policy Outlook 

Fiscal Assumptions - Billions of Dollars of Deficit Reduction, Relative to OBRA-93 Path 

December Greenbook January Greenbook "Downpayment"?? 
FY 1996 FYI997 PI1996 FY1997 FY1996 FY1997 

Total' -25 -31 -21 -1 9 -1 8 +2 

Discretionary -1 7 -28 -21 -1 9 -21 -1 9 

Mandatory -7 -22 0 0 -1 -4 

Taxes -1 +I 9 0 0 +4 +25 
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Chart 5 

Summary of the Outlook External Sector 

External Balance Current Account 
Billionsof dollars- - - -0 
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Chatt 6 

Exchange Rates 

Dollar and Interest Differential -Percentage points Index, March Is73 = 100 Percent change, Q4 to Q4
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chart 7 

Foreign IndustrialProductionand Consumer Prices 
(%month man'ng averages) 
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Foreign Outlook 

G-10 Interest Rates 
Percent- -r 
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Risks to the Forecast 

Foreign Growth: Prqectiin Error and Adud Deviationfrom 19881995Average" 
Percent change Q4 toQ4 
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Chart 10 

External Pressures on Short-Term Interest Rates 

Baseline: 

Monetary Policy Assumptions: 

Alternative Scenario: 

Real Short-Term Interest Rates* 

Greenbook forecast extended to 2002 

(a) Real GDP held close to baseline 

(b) Price level held close to baseline 

Dollar depreciates during 1996-2000 by an 

amount sufficient to narrow the U.S. current 

account deficit by 2 percent of GDP 
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Household Financial Condition 
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CorporateEquities Held by Households 
Billions ofdollars 
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(1) (41 
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chart13 


Producers’ Durable Equipment 

(Chained 1992dollars, percent change, annual rate) 


Average growth Projectionin expansion 

1980s’ Current2 1995 1996 1997 

1. PDE 7.0 11.2 8.2 2.0 4.4 

2. Computers 32.8 27.6 30.4 18.8 14.9 
3. Other 6.0 8.8 4.3 -1.7 1.6 

4. Industrialequipment 3.8 8.8 4.6 -2.7 .3 
I 

1. Average growth rate from cydical tough in PDE (1982:(14)0cydical peak (1989:CS). 
2. Average growth ratefrom cydical fmugh in PDE (1992:Ql)to 1995P3. 

Percent charge, Q4 to Q4 Change, Q4 to Q4 paent change, Q4 to Q4 Change. Q4 to Q4 
1 

l230 r 
20 8 2 0  8 

10 4 10 4 

+ + + + 
0 0 0 0
- -

10 4 10 4 

_. a m  820 - _ _  
1982 1987 1992 1997 1982 1987 1992 1997 

PDE - Computers 
Flab0 scale- -
- 170 

BiiliiSOfchailed - 130 Selected Forecasts of U.S. Unit PC 
Sales Growth, 1996- 1992dollars - 9 0  

(Percent change) 
- 5 0  Source Forecast* Comments 

IBM 28 	 Some uptick in 1996; 
still filling the small 
business market 

1982-1995 Trend - 10 DEC low 20’s About the same as 1995 

Intel 17-20 Some upside risks 

Texas 15-20 Growth a bit slower than 
Instruments in 1995:but still healthv 

1982 1987 1592 1997 * Growth for fhe entire indusby, not individual mmpiny. 
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Potential Output 

-
Supply-side Components of Potential GDP 

(Adrage annual growth rate) 
Long-term trends Projection 

1960-73 1973-79 1979-90 1990-97 
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Chart 16 

Has Inflation Been Surprisingly Low? 

Revisionsto Forecast for 1995 
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Chart 17 

Labor Market Conditions 

Civilian Unemployment Rate 

UnemploymentlessMan 6percent 

Fourquatter change in 
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* lndudesAbraham(l987)adjus@mts.
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Chad 19 

ECONOMIC PROJECTIONS FOR 1996 

NominalGDP 
previousestimate 

Real GDP 
previous estimate 

CPI 
previousestimate 

Unemploymentrate 
previous estimate 

ma. Not applicable. 

FOMC 
Central 

Range Tendency Staff 

Percent change, Q4 to Q-

3.9 to 5.0 4.3 to 4.8 4.5 
45/8 to 5l12 to 531g 

1.6 to 2.5 2.0 to 2.2 1.a 
n.a. n.a. 

2.5 to 3.0 2.7 to 2.9 3.0 
2l/2 tO3’12 271~to 3‘14 

Average level, Q4, percent 

5.5 to 6.1 5.6 to 5.8 5.6 
5l/2 to 6114 to 6’18 

NOTE: Centraltendencies constructed by dropping top and bottom three from distribution. 




